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Abstract

In the environment of protectionism and bilateral trade agreements, Korea has promoted the
conclusion of FTAs for its export-oriented trading policy, and 16 FTAs have entered into force at
present. The main goal of this paper is to introduce the ISI system and its benefits and to extend
the preferential rule of origin regime by using the Integrated Sourcing Initiative in the U.S. Code
of Federal Regulations. The ISI illustrates with impressive clarity the fact that it considered as a tool
of expanding the geographic limit of states and maximizing the global sourcing strategy of
multinational corporations, allowing the developing countries to gain access to the market of
developed ones that avoid the complexity and costs of many rules of origin regimes. This paper
utilizes the literature research and analyzes a case study of FTAs which have adopted the ISI system.
In conclusion, it presents several implications of additional measures to satisfy rules of origin in
Korea's existing FTAs relating to the global supply chain strategy.
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Table 1. Preference Criterion under FTA

Criteria Classification
Wholly Obtained Criterion
_ A change to Chapter(CC)
Change in A change to Tariff Heading(CTH)
Classification A change to Tariff Subheading
(CTSH)
Product Build-up(BU)
Specific Regional Value g 1o mn)
General Substantial Rules Value-added  content(RVC)
Criteria Transformatio Net COS‘(NC)
n Criteria Import Content(MC)
Specific . . )
Process e.g. Cutting, Sewing and Dyeing etc.
Selection
Critoria &9 CTH or RVC(45)
Combined
Criteria &9 CTH + MC(50)
De Minimis
. Materials, Merchandise,
Accumulation
Process
Intermediate Materials
Indirect Materials
Value of Materials VOM, VNM,
Accessories, Spare parts and Tools
Special rule

Fungible Goods
and Materials

Packaging Materials and Containers for Retail

Inventory Management
Method:

Specific Identification,
FIFO, LIFO, AM etc.

Insufficient operation(Non—Qualifying Operation)

Direct Consignment

Outward Processing

Source: Korea Customs Service (2020).
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Table 2. US-Singapore FTA ANNEX 3B(Integrated Sourcing Initiative)

Tariff item Tariff item
Description of Products US HS Singapore
2002 HS 2003
Chemical elements doped for use in electronics, in form of discs,
wafers or similar forms; chemical compounds doped for use in 3818 3818
electronics
Automatic data processing machines and units thereof; magnetic or
optical readers, machines for transcribing data onto data media in 8471 8471
coded form and machines for processing such data, not elsewhere
specified or included:
Parts and accessories of the machines of heading No 8471 8473.30 8473.30
Parts and accessories suitable for use solely or principally with the
machines of headings 84.56 to 84.65 8466.91 8466.91
Static converters for automatic data processing machines and units gggjjggg 8504.40.11
thereof, and telecommunication apparatus 8504. 40.85 T
Loudspeakers, without housing, having a frequency range of 300Hz
to 3.4 KHz with a diameter of not exceeding 50mm, for 8518.29.40 8518.29.20
telecommunication use
8525.10.10
8525.10.22
Transmission apparatus other than apparatus for radio 8525.10.90 8525.10.23
-broadcasting or television o 8525.10.29
8525.10.40
8525.10.50
Instruments and appliances used in medical, surgical, dental or 9018.11 to
veterinary sciences, including scintigraphic apparatus, other 9018.1 4 9018
electro-medical apparatus and sight testing instruments; parts and 9018.19,

accessories thereof:

Orthopedic appliances, including crutches, surgical belts and

trusses; splints and other fracture appliances; artificial parts of the

body; hearing aids and other appliances which are worn or 9021 9021
carried, or implanted in the body, to compensate for a defect or

disability; parts and accessories thereof:

Source: Singapore-U.S. Free Trade Agreement Annex(3B).
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Table 3. Korea-Singapore FTA ANNEX 4C(The Goods Referred to in Article 4.4)

TEY el uF A7 231

Chapter Description Table of Goods in HS code(2012)
3917291000, 3917292000, 3917299000, 3919100000,
Chapter Plastics and Articles 3919900000, 3921904020, 3921905090, 3921906010,
%9 Thereof 3921906030, 3921906090, 3921907010, 3921907030,
3921909020, 3921909050, 3923210000, 3923290000,
3923400000, 3923500000, 3926101000, 3926102000, 3926109000
8415820000, 8421219020, 8422301000, 8422302000,
Chapter ggﬁ'eergr Sgﬁﬁfggy ang 8422308000, 8422304000, 8424301000, 8424302000,
84 Mecha;lical Appliances; 8424309000, 8437901000, 8437909000, 8451290000,
Parts Thereof 8467210000, 8480490000, 8481201000, 8481202000,
8482102000, 8482109000, 8483501000
8501201000, 8501202000, 8501311010, 8501312000,
8501331000, 8501332000, 8501341000, 8501342000,
8501531000, 8502311000, 8502391000, 8502394000,
8502400000, 8504211000, 8504219010, 8504221000,
8504229010, 8504230000, 8504331000, 8504339010,
8504341000, 8504349010, 8505111000, 8505191000,
. . 8509803000, 8513101000, 8513109000, 8514101000,
Eﬁ;gﬁg'nt'\":rfg'ge;rytsand 8514201000, 8514300000, 8515211010, 8515311010,
Thereof: Sound 8515319010, 8516210000, 8516290000, 8516310000,
Recor d(;rs and 8516330000, 8516602000, 8516791000, 8516799000,
Chapter Reproducers, Television 8518210000, 8518220000, 8518400000, 8518500000,
85 Image and éound 8519812310, 8519812320, 8519814210, 8519814220,
Recorders and 8519814290, 8519814310, 8519814390, 8522100000,
Reproducers, and Parts 8523210000, 8525803000, 8526101000, 8526109000,
and Accessc;ries of Such 8527190000, 8527290000, 8527990000, 8528721020,
Articles 8528722020, 8528723010, 8528723020, 8528724020,
8528719010, 8528729000, 8528711020, 8528731000,
8528732000, 8528733000, 8528719020, 8528739000,
8539221000, 8539290000, 8539310000, 8539321000,
8539390000, 8539410000, 8539491010, 8539901000,
8540791000, 8540799000, 8540891000, 8540892000,
8540893000, 8540899000, 8543300000, 8545200000,
8546101000, 8548101000, 8548104010, 8548104020
Chapter Ships, Boats and
89 Floating Structures 8905201000, 8905202000, 8905209000
Optical, Photographic,
Cinematographic,
Measuring, Checking,
gohapte’ Precision, Medical or 9031100000, 9006100000
Surgical Instruments and
Apparatus; Parts and
Accessories Thereof
Source: Korea-Singapore Free Trade Agreement Annex(4C).
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Table 4. Korea-EFTA FTA (Exemptions from the Principle of Territoriality)

Rules of Origin and Origin Procedures

Products

Outward Processing

Territory No Restriction

(a) the total added value does
not exceed 10 per cent of the
ex—works price of the final
product for which originating

status is claimed; and

Rules of Origin

General Products(HS 6-digit)

(b) the materials exported from
the Party concerned shall be
wholly obtained in that Party or
having undergone working or
processing going beyond the
insufficient operations listed in
Article 6 prior to being exported

Listed 250 Products(HS 6-digit)

No Restriction

(a) the total value of
non-originating input does not
exceed 40 per cent of the ex-works
price of the final product for which
originating status is claimed; and

(b) the value of originating materials
exported from the Party concerned
is not less than 60 per cent of the
total value of materials used in
manufacturing the re—imported
material or product.

outside the territory of that Party.

Source: Korea—EFTA FTA Annex 1(Appendix 4).
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